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E.O. 11652: N/A 
TAGS: ETRD CS 

SUBJECT: GENERALIZED SYSTEM OF PREFERENCES 

REF: STATE 104372 

1. THE EMBASSY GREATLY APPRECIATED PROMPT REPLY 
FROM THE DEPARTMENT CONCERNING CERTAIN ARTICLES 
IMPORTED FROM COSTA RICA WHICH ARE UNDER CONSIDER- 
TION FOR GSP TREATMENT. THE INFORMATION CONTAINED 
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THEREIN ENBABLED THE EMBASSY TO BLUNT SOME ADVERSE 
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PUBLICITY BASED ON A MISUNDERSTANDING OF THESE 
TRADE ACT AND TO GAIN SOME 
VERY FAVORABLE PUBLICITY 

CONCERNING THE POSSIBLE ADVANTAGES OF THE GSP FOR 
COSTA RICA. 

2. SUGAR APPEARS TO BE THE ONLY 
MAJOR TRADITIONAL COSTA RICAN EXPORT 

BEING CONSIDERED FOR GSP TREATMENT FOR WHICH SHIPMENTS 
TO THE U.S. WOULD EXCEED THE $25 MILLION 
CELING AT CURRENT PRICE LEVELS. VICE MINISTER 
OF EXTERNAL RELATIONS ROMAN HAS EXPRESSED HIS CON- 
CERN IN A LETTER OF APRIL 29 TO THE CHIEF OF THE 
ECONOMIC/COMMERCIAL SECTION ABOUT THE POSSIBILITY 
THAT COSTA RICA MIGHT BE PLACED IN A DISADVANTAGEOUS 
POSITION ON SALES OF CERTAIN OF ITS TRADITIONAL 
EXPORTS TO THE U.S. IF PREFERENCES ARE GIVEN TO 
SOME OTHER SUPPLIERS AND NOT TO COSTA RICA BECAUSE 
ITS SHIPMENTS EXCEED THE $25 MILLION LIMIT. HIS 
SPECIFIC CONCERNS ARE UNFOUNDED BECAUSE THEY RELATE 
TO TWO PRODUCTS NOT ON THE PROPOSED GSP LIST, 

FROZEN BEEF AND BANANAS, BUT HE WILL HAVE THE SAME 
CONCERN WHEN HE LEARNS THAT SUGAR IS BEING CONSIDERED 
FOR GSP TREATMENT. 

3. THE EMBASSY HAS MADE A QUICK REVIEW OF U.S. SUGAR 
IMPORT DATA WHICH SUGGEST THAT MANY MORE COUNTRIES 
IN LATIN AMERICA WOULD BE LOSERS IF GSP TREATMENT 
WERE GIVEN TO SUGAR THAN WOULD BE WINNERS. THE 
EMBASSY ALSO UNDERSTANDS THAT THE PURPOSE OF GSP 
TREATMENT IS TO STIMULATE NEW INDUSTRIES IN 
DEVELOPING COUNTRIES RATHER THAN TO CREATE 
DISCRIMINATIONS AMONG DEVELOPING COUNTRIES 

WITH RESPECT TO THE TARIFF ON THEIR TRADITIONAL 
EXPORTS OF PRIMARY PRODUCTS. FOR BOTH OF THESE 
REASONS, THE EMBASSY WOULD RECOMMEND THAT 
THE DEPARTMENT RECONSIDER WHETHER SUGAR SHOULD 
BE ON THE GSP LIST. 

4. THE EMBASSY'S DATA SUGGEST THAT ALL THIRTEEN 
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OF THE COUNTRIES LISTED AS INFORMATION ADDRESSEES 
ON THIS MESSAGE, PLUSE COSTA RICA, WOULD BE LOSERS 
IF SUGAR WERE PLACED UNDER GSP, IN THAT THEIR 
CURRENT SHIPMENTS TO THE U.S. ARE TOO HIGH TO 
MEET THE $25 MILLION CEILING AT CURRENT PRICES. 

THE EMBASSY'S CALCULATIONS USE FY 1974 DATA FOR 
VOLUME OF IMPORTS INTO THE U.S. FROM EACH COUNTRY 
AND ASSUME A PRICE OF 25 CENTS PER POUND OR $550 
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PER METRIC TON. WITH A 20 CENT PRICE ASSUMPTION 
ALL OF THE 14 EXCEPT BRITISH HONDURAS AND PANAMA 
WOULD REMAIN LOSERS. 

5. IN ADDITION TO THE LIKELIHOOD OF PROTESTS FROM 
THOSE COUNTRIES WHO WOULD SEE THEIR SUGAR EXPORTS 
BECOME SUBJECT TO DISCRIMINATORY TARIFF TREATMENT 
IF SUGAR WERE ACCORDED GSP TREATMENT. THE DEPARTMENT 
MIGHT ALSO WISH TO CONSIDER THE INCENTIVE THAT WOULD 
BE CREATED FOR SOME SUPPLIERS WHO ARE CLOSE TO 
THE $25 MILLION CEILING ON SHIPMENTS TO THE U.S. 

TO DIVERT SHIPMENTS OF SUGAR TO OTHER MARKETS. 

THE EMBASSY WOULD DOUBT THAT THE GAIN WHICH WOULD 
ACCRUE TO SOME EIGHT SMALL SUGAR PRODUCERS (LESS 
THAN SEVEN TENTHS OF A CENT PER POUND) WOULD BE 
WORTH ALL OF THE DISADVANTAGES CITED ABOVE. 

TODMAN 
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